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SUBJECT: POSSIBLE DEEAULTING ON COTTON CONTRACTS 

1 . TEXTILE MILLS IN LOUR EAST ASIAN COUNTRIES HAVE BEEN 
THREATENING TO DEFAULT ON CONTRACTS TO PURCHASE COTTON 
EROM U.S. SHIPPERS. THESE EORWARD CONTRACTS WERE NEGO- 
TIATED LAST SPRING AT PRICES WHICH AVERAGE AS MUCH AS 30 
CENTS PER POUND ABOVE CURRENT PRICE OE APPROXIMATELY 40 
CENTS. DRAMATIC FALL-OEF IN DEMAND FOR TEXTILES HAS 
STRANDED MANY MILLS WITH CONTRACTS EOR MUCH COTTON AT HIGH 
PRICES. IN THIS SITUATION, SOME EAST ASIAN MILLS HAVE NOT 
OPENED LETTERS OE CREDIT AS REQUIRED BY THEIR CONTRACTS, 

BUT NO PROBLEMS INVOLVING MILLS IN SINGAPORE HAD BEEN 
REPORTED. 

2. A U.S. SHIPPER NOW MAINTAINS THAT GOS WILL NOT ALLOW 
IMPORTATION OP COTTON ABOVE A CERTAIN PRICE. ANOTHER 
VERSION OP STORY INDICATES THAT GOS HAS AGREED TO CONDONE 
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SITUATION AND REPORT FINDINGS. LOCAL REPRESENTATIVES OF 
U.S. COTTON SHIPPERS SHOULD PROVIDE ONE SOURCE OE INEORMA- 
TION. KISSINGER 
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